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THE WHITE HOUSE 

WASHINGTON 




SECRET 
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May 12, 1966 


FOR : Mr. Bundy 

t^Ir. Colby 
Mr. Gaud 
Mr. McNaughton 
Mr. Poats 
Mr. Unger 

SUBJECT : Non-military Action Recommendations 


The attached draft is the subject which Mr. Komer proposes to 
discuss at the meeting at 11:30 a. m. May 13, Room 374 -A , E. O. B. 
preparatory to presentation to the President at 6:30 p.m. 
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Decisions to be Requested of President 


R AC TION PRO G RAM TO COPE with INFLATION. Across the board 
uac,e-pionged attack will be made: ? ~ 

A. DOD and AID will each make all-out effort to reduce to minimum 
inflationary impact of further US buildup. If SecDef agrees, DOD goal 

TV . e t0 eep dernands on iocal economy and manpower at FY 1966 rate 
despite increase m deployments and construction program. 

of Jd rn^ make all “° Ut effort to eliminate bottlenecks to massive flow 
of aid commodities, especially port and in-country transpor. congestion 
US military will provide shipping, port aid. and in- country lift as°requTred 
US will insist that GVN take essential steps speed flow of goods if nec e8 ,irv 

“ S !f“ eV£ra f of ^eatened suspension aid shipments till bottlenecks removed 
It uVN unwilling or unable act, US should request Ky approve US 1", f 
takeover of Saigon port and delivery to importers. Y 

C. As soon as IMF recommendations available, US will present to GVM 

^ e rs “srtr ° f maximum realizable fiscal measures to sop up 
To h n G h C an ° ptmxum package designed to sop up at least 
some P ** *** sufficient to raiJe 

SVV 7 $ q K-fr 3 blll:LOn; (2) raisin g the piaster take from imports by at least 
$ 1 -9 billion, probably via a combination of advance deposits on imports 

earlier payments of customs duties, foreign exchange surcharges? ITsome 
egi ee of devaluation; (3) increased GVN sales of foreign exchange at 

penalty rates for "invisible- transactions, as necessary to bring the piaster 
recapture rate up to VN $10 billion. S P 6 r 

jlg.g.? tia tin g Strategy on Fiscal Package . Given the political weak- 
ness and administrative feebleness of the GVN, we must design an approach 
wmc will minimize political criticism of the GVN yet achieve the desired 
economic result: (1) while the radical surgery of devaluation may be the 
only way to achieve qutek resuits, i, should be disguised as much as feasible- 

Sh ° ul , d h °' d out US *PPr°val of a GVN pay raise and some ' 

“ I ° f US heip for Ky 8 PX system if feasible; (3) since sticks may also 

f h C V“7- *• mUSt con8lder threatening to withhold US aid or limiting 
ur er US buildup till inflation is brought under better control. 

(1) Upon his return. Ambassador Lodge should again 
raise inflation with Ky as a matter of highest level US 
concern. 


(2) As soon as IMF proposals are in. Bob Nathan should 
go out as high level negotiator to sell Washington package. 
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quality. DOD Win provide 00 ^:^-°!°^ “ 8 milab:c to main‘s 
training center. Komar will resold i“ ‘ °‘°” <:as M « d o<i to provide raw 
B 1S portioned among agencies °* “•***■«* «« million 
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goal, and promptly s;vd- ° pollCe torc es to 72, 000 erd o J - T 

term interna! .icurity **•»- « *. 

Fy 1«7 CTO R ° i a l?F.. SecDef — Corner win 
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wiuhnold approval of any FY 1967 Cadres » SecDef and Xomer w-F 

r “ “ d - civiI/ mil Ll; C a ™^ OW -. creases -til ovarlll agrae- 

freeza or. all force ceilings at end FY 18 me ^ s m effect a termora -v 

budget can be worked out. . * 1,80 appr0TCd W, until a maFower 

Iv - reform in itiative w . „ . 

■ evolutionary proposal for psychological ^ feasible a dramatic new 
proposals are not yet in shape for Mg" LlT"'- Sla “ C “Per-Hewas 
.irmed up as urgent matter by Saigon 'and T™ 0 "’ WiU ba ^rther 

•O wee Of 5 June when Porter is in Washingto^ 0 "' top ' la '' e i review 
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